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Abstract 
At the European level the European Commission is aware that the smallest firms face the greatest costs complying with 
regulation, including accounting regulation. Compliance with legislation stemming from the regional, national or European 
level will always be more burdensome for the smaller enterprise. The process of reduction of accounting and financial 
reporting requirements for micro-entities in order to reduce unnecessary administrative burdens is presented in this paper. 
cro-
analysed at European level. The Romanian case is presented further. The evolution of Romanian companies in the last years 
will present the economic reality of our country. The modification of European accounting directive can and will affect all 
accounting regulations through European countries. Considering the fact that more then 92% of the Romanian companies 
- ifferential accounting reporting will be the future in order to 
comply with the EU's strategy for the coming decade. 
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1. Introduction to SMEs and Micro-Entities 
Small and medium-sized enterprises (SMEs) play a major role in the global economy as they account for 99 
per cent of all companies worldwide. In the EU, more than 99.8 per cent of companies are SMEs.  As SMEs 
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can be divided into medium-sized, small and micro-entities, we find that micro-entities are highly relevant in 
the economy as they make up to 92 per cent of the companies in EU. SMEs differ from larger companies in 
their requirements. The needs related to financial reporting is also very different. In order to respond to their 
need to simplification of financial reporting the authorities implement efficient measures and specialized 
programs for SMEs. 
The Directive 78/660CEE on the annual accounts also called the Fourth Directive of the European 
 contains provisions concerning the presentation and content of annual accounts, the 
accounting principles and the valuation methods, rules regarding the preparation, approval, auditing and 
publication of financial statements for the entities from the European Union that are not listed on a regulated 
market. Commission Recommendation 2003/361/EC OJ L 124, 2003 defines micro, small and medium-sized 
enterprises. However, consultations with Member States have indicated that the size criteria for micro-
enterprises in that Recommendation may be too high for accounting purposes. Therefore, a sub-group of micro-
enterprises, so-called "micro-entities", should be introduced to cover companies with lower size criteria for 
balance sheet total and net turnover than those laid down for micro-enterprises. Directive 2012/6/EU of the 
European Parliament and of the Council 2012.  
2. Methodology research and problem formulation 
The purpose of this article is to present some ideas related to the simplification process at the European level 
as a result of reducing the administrative burden for the smallest entities and micro-entities. The main 
objectives of our paper are: 
 to identify arguments that led to the simplification of financial reporting as a result of European initiatives;  
 to present some issues and further consideration related to accounting simplification for the Romanian 
SMEs. 
The documents used by the authors were: the European proposal and final document related to the 
mentioned subject, the specialized literature, others documents published at the European level and not in the 
last some practical elements from some studies realized at national and regional level. 
The authors gathered and analyzed information related to the subject, interweaving the conclusions from the 
mentioned documents with those from personal experience in the field. 
The European Council of 8 and 9 March 2007 underlined, in the Presidency conclusions, the importance of 
reducing the administrative burdens in order to stimulate the European economy, considering the possible 
advantages that can be created for the small and medium sized enterprises. The necessity of a joint effort from 
both the EU and Member States to reduce administrative burdens was also emphasized. Accounting and 
auditing have been identified as areas in which the administrative burdens on enterprises within the Community 
can be reduced. 
As a result of these discussions, in June 2007, the Commission published a report European Commission, 
2007 identifying the changes that could affect the accounting directives. One of the measures proposed was to 
introduce, in the Fourth Directive, a new category of entities, the so called micro-entities and to exempt micro-
entities from the application of the accounting directives.  
In the aftermath of the financial crisis, the Commission issued "A European Economic Recovery Plan" to 
restore consumer and business confidence. The European Economic Recovery Plan pledges to reduce the 
burden on small and medium sized enterprises SMEs and micro-entities by among others "removing the 
requirement on micro-enterprises to prepare annual accounts" European Commission 2008.  
The Commission of the European Council issued in 2009 a proposal regarding the possibility of introducing 
-
scope of the Fourth Directive. The aim of this proposal was to reduce the administrative burden for this type of 
entities. The Commission Proposal -
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do not exceed two of the three following crite
and/or average number of employees in the financial year of 10. At European level many interested parties 
responded to the public consultation and they were in favour of exempting micro-entities from the requirements 
of the Accounting Directives as it would constitute a major reduction of administrative burden for those entities 
and encourage new start-ups. The objective of the Directive 2009/49/CE was to reduce the administrative 
burden regarding certain disclosure requirements for medium-sized companies.  
The removal of micro-entities from the scope of the 4th Company Law Directive was expected to have a 
positive impact on the reduction of administrative reporting burden for micro-entities. This creates the 
opportunity for providing more relevant and understandable information to main users, creditors and 
management while having no significant negative impact on the information addressed to the external 
stakeholders and creditor protection and for cross-border trade. The European Economic Community have also 
showed that the proposal will have an impact on availability of statistical data in some Member States leading 
to changes in the collection of statistical data. The role of published financial statements regarding micro-
entities is considered to be limited, the employees of such companies having usually direct contact with the 
management and owner(s). As regards general public, the interest for information on micro-entities was and is 
generally very low. However, it needs to be recalled, that enterprises, including micro-entities, keep records of 
sales and transactions for their own management purposes and for tax reporting. The European Accounting 
Directive will enable Member States to align the financial reporting to such reporting needs to avoid 
unnecessary administrative burden. 
In February 2010, the European Parliament discussed first reading, the Draft Legislative Resolution on the 
proposal for a directive of the European Parliament and of the Council amending Council Directive 
78/660/EEC on the annual accounts of certain types of companies regarding micro-entities, presented by the 
Committee of Legal Affairs Committee of Legal Affairs, 2010.  
The mentioned Draft referred to the fact that the micro-entities were however often subject to the same 
reporting rules as larger companies. Those rules have put a burden on them which was not in proportion to their 
size and was therefore disproportionate for the smallest enterprises as compared to the larger enterprises. 
However, micro-entities must still be subject to the obligation to keep records showing the company's business 
transactions and financial situation as a minimum standard to which Member States remain free to add further 
obligations. 
-entities are a sector in their own right, with their own needs, this opens 
up the possibility of other legislative benefits for this crucial sector. With 1.5 million of these companies in the 
UK, and 5.2 million across the EU, this wo M. Izza 2013 
Small and medium-sized enterprises SMEs play a key role in shaping Europe's economy, accounting for 99 
% of enterprises, of which 92 % are micro-enterprises. They provide more than two thirds of private sector 
employment and play a key role in economic growth. REPORT FROM THE COMMISSION TO THE 
COUNCIL AND THE EUROPEAN PARLIAMENT 2011 These kind of enterprises have an important role to 
the European economy as employers and sources of innovation. The Commission sad that is committed to 
support their development, notably through the "Small Business Act" with its "Think Small First" principle. 
The Commission's Smart Regulation agenda also aims to help small business by minimising the regulatory 
burden of legislation that is deemed necessary at EU level.  
Spain, France, Greece, Luxembourg and Italy support the objective of reducing unnecessary administrative 
burdens for micro-entities in order to contribute to their development.  
embourg and Italy will, in particular, examine the recent proposals concerning 
the revision of the Fourth and Seventh Accounting Directives as well as any future initiatives aimed at 
establishing exemptions or simplified regimes for micro-entities, in the light of the following principles: 
 their impact on the functioning of the internal market: harmonisation is in itself an element of simplification 
for enterprises and increases the fairness of transactions. This objective should not be affected; on the 
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contrary, it must be pursued and reinforced. There should be no disharmonization of the internal market. 
 whether fundamental objectives such as respect for human health, preservation of the environment and 
respect for social rights are met. 
 whether the principle of transparency, the principle of European accounting law and more generally the 
objectives of European  Directive 78/660/EEC 2012  
In the same way Germany supports the reduction of accounting and financial reporting requirements for 
micro-entities in order to reduce unnecessary administrative burdens. It is important to mention the fact that 
thresholds as high as in the Commission proposal. 
This would have given Member States the option to exempt more small companies. Furthermore, the current 
text no longer includes real possibilities for exemptions from the publication requirement, which would have 
substantially reduced administrative burdens. Nevertheless Germany agrees with the current package as it does 
not intend to obstruct the first step to reduce administrative burdens for micro-entities arising from accounting 
and financial reporting requirements. Germany will continue to advocate for a more ambitious reduction of 
 Council of The European Union, Brussels 2012 
On March 14, 2012 the Directive 2012/6/EU of the European Parliament and of the Council amending 
Council Directive 78/660/EEC on the annual accounts of certain types of companies as regards micro-entities 
was published. The thresholds for micro-
average number of employees during the financial year: 10. 
Taking into account the mentioned document a balance sheet for a micro-entity could be presented as 
follows: 
Table 1. Balance sheet  at December 31, year  sample 
Assets Equity and liabilities 
A. Subscribed capital unpaid A. Capital and reserves 
B. Formation expenses B. Provisions for liabilities and charges 
C. Fixed assets C. Creditors 
D. Current assets D. Accruals and deferred income 
E. Prepayment and accrued income E. Profit for the financial year. 
F. Loss for the financial year  
For the preparation and presentation of Profit and Loss Account the Member states can allow the following 
format: 
Profit and loss account  sample for a micro-entitiy: 
 Net turnover 
 Other income 
 Cost of Raw materials and consumables 
 Staff costs 
 Value adjustments 
 Other charge 
 Tax 
 Profit or loss 
In the case of those Member States which have not adopted the euro, the amount in national currency 
equivalent to the amounts specified above shall be that obtained by applying the exchange rate published in the 
Official Journal of the European Union on the date of the entry into force of any Directive setting those 
amounts. 
227 Ramona Neag and Ema Maşca /  Procedia Economics and Finance  3 ( 2012 )  223 – 229 
3. Empirical findings  the Romanian case 
The Ministry of Finance is the accounting normalization body in Romania. Two of the most important 
framework is are The Accounting Law  and Accounting regulation complying 
with European Accounting Directives Order no. 3055/2009, in force from January 1, 2010. In addition, the 
Romanian Securities Commission is a public authority in charge of the development of accounting regulation 
applicable to companies that operate in financial markets. Generally, SMEs are subject to Order 3055/2009.  
In 2010, we realized an empirical study in county Mures, Romania, in order to see if it is a need for 
simplification in accounting regulation Neag R., Pascan I., Masca E 2010. The professionals were in favour of 
differential accounting regulation for entities classified according to their size. In 2011, the attitude of 
professional accountants from Romania regarding a simplified reporting system for small and medium sized 
enterprises was analyzed Bunea S., Sacarin M., Minu M., 2011 The conclusion was that it is a need for a 
simplified reporting for SMEs. 
The Minister of Public Finance Order no. 2239 July, 2011 for approval of simplified accounting system 
OMFP nr. 2239 2011 states that entities who in prior period recorded a net turnover under the equivalent of the 
amo
accounting system. In this case, they prepare simplified annual financial statements comprising simplified 
balance sheet and simplified profit and loss account. The mentioned simplification does not have anything in 
common with the accounting simplification at European level. The European Commission characterizes SMEs 
by the number of employees as the main criteria and adding either turnover or balance sheet total as an 
additional criteria. According to the Commission recommendation, turnover cannot be the only criteria for 
defining SMEs as different industries such as trade and distribution sectors are accompanied by a greater 
turnover than firms in the manufacturing sector. Balance sheet total is used to 
Commission of the European Communities, 2003. 
Based on an annual turnover criterion KPMG realized a market exercise of the SME sector in Romania. Out 
of 605,000 companies existing in Romania, only 2 per cent are a SME based on the turnover criterion. These 
entities employ 40.3 per cent of the workforce. As clearly is indicated in the table below, based on figures as at 
31 December 2011, SMEs also represent a significant part of the total turnover of Romanian companies, 
representing approximately 37 per cent. SMEs are usually more heavily leveraged than larger enterprises. 
 
Table 2. Overview of SMEs Ratios in Economy 2011 
Categories Number of 
Enterprises 
Average No. of 
Employees in 2011 
Assets at  
December 31, 
2011 
Gearing ratio 
in 2011 
Return on 
Assets in 2011 
Turnover as at 
December 31,  
2011 
Micro Enterprises 98% 47.5% 49.2% 796.8% 1.1% 21.9% 
Small Enterprises 1.6% 30.2% 12.5% 227.1% -1% 17.8% 
Medium 
Enterprises 
0.4% 10.1% 12% 200.2% -1.5% 19.5% 
Large Enterprises 0.1% 12.2% 26.3% 121.6 -2.5% 40.9% 
Total 100% 100% 100% 309.3% -0.4% 100% 
 
Note: Totals may not add up to 100% due to rounding Source: Trade Registry / KPMG Analysis www.kpmg.com  
SMEs are the engine of the Romanian economy. SMEs, including microenterprises, represent 99.9 per cent 
of the total companies in Romania. So, it is very similar with the percentage at European level. We do not have 
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figures for Romania regarding the micro-entities, as defined in the recent European Directive, but we believe 
that an important percentage of the microenterprises are in fact micro-entities. At EU level, the majority of 
companies are micro-entities as they make up 92.0 per cent of the total number of companies, followed by 
small enterprises with 6.3 per cent and medium-sized enterprises with 1.1 per cent Eurostat, 2011.  
In our focus on Romanian micro-entities, we might not find a complex separation of management and 
control as micro-entities are small companies with few owners, who are also manager in the most cases, and 
few employees. They may even be one-man companies with a simple organizational structure. Do they need 
particular accounting regulation? Why should micro-entities comply with demanding regulatory requirements?  
Accounting is a source for financial security also for smallest entities, microenterprises and micro-entities, 
but they are often subject to the same reporting rules as larger companies. The users and their informational 
needs vary depending on the nature of the entity. For micro-entities the main users are owners, the lenders and 
commercial partners. They need information in order to manage the business and to do commercial 
transactions. Exempting micro-entities to prepare and publish annual accounts will not exempt them from 
preparing tax-accounts. We believe that it is a need for transparency of financial data offered by these entities, 
through a particular accounting regulation. The annual accounts provide also an important input for statistical 
information at a national level. Complying with accounting regulation creates the opportunity for the provision 
of more relevant and understandable information to main users, creditors and management while having no 
significant negative impact on the information to the external stakeholders and creditor protection and cross 
border trade. 
4. Issues for further consideration 
It was expected that removal of the micro-entities from the scope of Council Directive 78/660/EEC on the 
annual accounts of certain types of companies should have a positive impact on reducing the administrative 
reporting burden for this category of enterprises. Unfortunately, the local interpretation of this European 
initiative do not led to a real simplification of accounting regulation in order to avoid unnecessary 
administrative burden for the smallest enterprises and more directly to micro-entities. 
 opinions which make it difficult to present a valid conclusion 
for Romania. The perceptions and opinions collected in 2010 are one-sided, thereby only reflecting the point of 
view of the accounting profession neglecting other important views of the business managers or owners of the 
smallest enterprises. Yet, the personal opinions presented in this paper could be interesting because they are 
based on a practical experience of the authors.  
Further research can therefore extend the sample size to allow greater generalisation and solid conclusion 
for micro-entities in Romania. Further studies should include points of view of different interested parties in 
micro-entities like owners, banks and governmental institutions. We believe that a real accounting regulation 
for micro-entities in Romania could improve the quality of accounting information and could determine 
continuance of activities in our micro-entities. 
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